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DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 1953 


MONDAY, FEBRUARY 4, 1952 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON. APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to call, in the cau- 
cus room of the Senate Office Building, Senator Joseph C. O’Mahoney 
(chairman of the Armed Services Subcommittee of the Committee on 
Appropriations and chairman of the Joint Committee on the Economic 
Report) presiding. 

Present: Senators O’Mahoney, Chavez, Maybank, Hill, McClellan, 
Ferguson, Saltonstall, Knowland, Young, and Thye; also present by 
invitation: Senator McKellar and members of the Joint Committee 
on the Economic Report, Senator Sparkman, and Representative 


Bolling. 
DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY 


STATEMENT OF HON. ROBERT A. LOVETT, SECRETARY OF 
DEFENSE, ACCOMPANIED BY HON. FRANK PACE, JR., SEC- 
RETARY OF THE ARMY; HON. DAN A. KIMBALL, SECRETARY 
OF THE NAVY; AND HON. THOMAS K. FINLETTER, SECRE- 
TARY OF THE AIR FORCE 


ECONOMIC IMPACT OF THE PRESIDENT’S BUDGET 


Chairman O’Manoney. The committee will please come to order. 
This public hearing has been called by the Subcommittee on 
Defense Appropriations for the purpose of hearing in public session 
the statement of Secretary Lovett about the nianner in which the 
budget before us has been prepared by the Department of Defense. 
The Secretary chose to be accompanied by the three Secretaries of 
the three defense departments, so that there would be full opportunity 
to discuss the magnitude of the budget, the possibilities for economy, 
and the steps that have already been taken by the Defense Department 
to effect economies. The Chair also took the liberty to invite to 
attend this session the members of the Joint Committee on the Eco- 
nomic Report. ‘This committee has been studying the economie 
impact of the President’s budget. It was felt that they might find it 
of benefit to participate in the hearing, Mr. Secretary, and «to find 
out precisely how you had constructed the budget that is before us. 
It was pointed out, I thought very succinctly and directly, at one 
of the hearings of the Joint Economic Comraittee by Professor 
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2 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 
Smithies, of Harvard, that our problem is one of providing adequately 
for the national defense while at the same time avoiding a deficit, if 
possible, and doing without taxes sufficient to raise the fund that is 
necessary to pay for the costs of defense. 


OBLIGATIONAL AUTHORITY 


I have a very distinct recollection, Mr. Secretary, of your appear- 
ance before this committee a year ago, when we called you in public 
session to discuss the construction of that budget at that time. You 
then told us that the various departments and bureaus of the wide- 
spreading Department of Defense, when called upon by you to give 
their estimates as to what was needed for expenditure to maintain 
an adequate defense of the country, asked for a total of something 
like $102 billion. That you cut down, you and your staff, to some- 
ting over $60 billion. The budget which was sent to the Congress 
by “the President at the beginning of this session calls for a total 
obligational authority for 1953 of $52,066,000,000, as compared with 
$61 billion in 1952. 

That means that in this budget the new authority you are asking 
for has been reduced from 66.1. percent of the total budget—I said 
reduced—it has been increased from 66.1 percent of the total budget 
to 62.2 percent, although it is a reduction of approximately $9 billion 
in actual outlay. 

Meanwhile, on the expenditures side, the President’s budget shows 
that for 1952 expenditures were estimated to amount to $39.8 billion, 
or 56.1 percent of the total. For 1953 they are estimated to be $52.1 
billion, or 60 percent of the total expenditure. Therefore, it appears 
that while there has been, dollarwise, a reduction of $9 billion in the 
amount of moneys sought to be appropriated for 1953 for the three 
military services, there is an estimated increase of something like 
$11 billion in the expenditures. 

[ requested the Bureau of the Budget and the Department of De- 
fense to prepare a statement on the unobligated balances of previously 
appropriated funds as of December 31, 1951. This statement has 
been presented. Ido not intend to put it in the record at this moment, 
and I want to have copies of it distributed to the various members of 
the committee, but in due course it will be made a part of the record. 

Suffice it to say now that this statement shows a total unobligated 
balance as of December 31, 1951, of $38,070,000,000. 

Among the questions which we shall want to ask, undoubtedly, will 
be for a review of that unobligated amount and the possibilities of re- 
ductions there. 

Senator Ferauson. Might I inquire if you have the unexpended 
balance? 

Chairman O’Manoney. I have not had time to examine that. 

Senator Frreuson. The Secretary says he has it. 

Do you have it as of the Ist of January? What is your date? 

Secretary Loverr. Approximately January 1. 

Chairman O’Manoney. With this preliminary introduction, Mr. 
Secretary, the Chair would call upon you to make your statement. 
The request has been made this year, as last, that the Secretary be per- 
mitted to make his statement without interruption, so, unless there is 
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objection, the members of the committee will withhold their questions 
until the statement has been completed. 
You may proceed, Mr. Secretary. 


DISCUSSION OF BROAD ASPECTS OF PRESIDENT’S BUDGET 


Secretary Loverr. Thank you very much, Mr. Chairman. 

If it meets the pleasure of the committee, I wifl now make an over-all 
statement. In addition we have certain visual exhibits which deal 
with the problems of the three services and which will be made avail- 
able at such time as the committee chooses. 

Chairman O’Manonry. That will be quite acceptable. 

Secretary Loverr. The opportunity to discuss the broad aspects 
of the President’s budget estimates of $52.1 billion for the Depart- 
ment of Defense for fiscal year 1953 with this committee provides us 
with a means by which all Members of the United States Senate may 
become more familiar with the military program. — 1 will, therefore, 
begin by summarizing the increases in military forces and production 
which have been achieved during the past 18 months with the $48.2 
billion appropriated in fiscal year 1951 and the $59.4 billion appro- 
pariated to date for fiscal year 1952. 


MILITARY PERSONNEL 


At the end of June 1950, when hostilities began in Korea, the mili- 
tary personnel for the Department of Defense totaled about 1,460,000. 
As of January 1, 1952, this force has been expanded so that we now 
have nearly 3% million men in service. 

The Army in June 1950 was comprised of about 590,000 men or- 
ganized into 10 divisions and 11 regimental combat teams, most of 
which were below peacetime manning levels, and these were without 
supporting organizational units adequate ‘for combat operations. 
During the following 18 months the Army had been expanded so that 
it comprised 1,560,000 men organized into 18 divisions and 18 regi- 
mental combat teams with collateral units to support them in combat 
operations. The units located overseas are at full strength, and those 
in this country at a somewhat reduced strength. ‘The Army has also 
increased the number of personnel in training and provided for a full 
pipeline of personnel to support combat operations in Korea, including 
the rotation system. 

Since January 1 an additional National Guard division was called 
into active service, and it is planned to call another National Guard 
division on February 15 for a total of 20 divisions. As a result of 
better utilization of military personnel, it is planned that this increase 
in organizational units will by June 30, 1952, be accomplished within 
the total number of military personnel previously planned for the 18- 
division Army. 

The Navy in June 1950 was comprised of about 380,000 men, with 
238 combatant vessels manned at peacetime levels. During the past 
18 months the Navy has expanded to approximately 400 combatant 
vessels and 780,000 men, with manning levels having been generally 
raised throughout the fleet; particularly important is the increase in 
air power, as exemplified by the addition of 5 large carriers and the 
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expansion of the large carrier groups from 9 to 14. Personnel in 
training has substantially increased during this period. 

The Marine Corps, in June 1950 comprised of 74,000 men organized 
in regimental combat teams and smaller units, during the 18-month 
period has expanded to a total of 219,000 men organized into 2% 
divisions, 24% wings of combat aircraft, plus a substantial expansion 
in their training activities. 

The Air Force in June 1950 was comprised of about 411,000 men 
and 48 wings. During the 18-month period the Air Force has been 
expanded to nearly 900,000 men and 90 wings, in addition to substan- 
tial expansion having taken place in Air Force training activities and 
supporting units. 

While the expansion in military personnel and organized combat 
units has been very substantial during this period, the expansion of 
production and production capabilities is of greater proportion and 
has utilized the major portion of the total funds appropriated by the 
Congress. On June 30, 1950, the Department of Defense was ex- 
pending about $300 million per month for hard goods such as aircraft, 
ships, tanks, guns, and ammunition; now, 18 months later, expendi- 
tures for this type of matériel have expanded more than five-fold. 

These expenditures included substantial amounts for the establish- 
ment of a mobilization base which would permit rapid mobilization 
should world conditions require it. 


CIVILIAN EMPLOYMENT 


Our civilian employment has increased from 753,000 on June 30, 
1950, to 1,278,000 on December 31, 1951. This increase is directly 
related to expansion necessary within the Department of Defense to 
increase our manufacturing, overhaul, and procurement activities. 

The great majority of these employees are engaged in work pertain- 
ing to the repair and rebuilding of equipment, ammunition, aircraft 
and engines, and ships; in the operation of the supply systems; and in 
the procurement and production of major items of equipment such as 
aircraft, ships, combat vehicles, ammunition, and weapons. 


EXPENDITURES 


To achieve this expansion of military forces and production, the 
Department of Defense expended on its own account $19.2 billion in 
fiscal year 1951—June 30, 1951, Daily Treasury Statement; during the 
first 7 months of fiscal year 1952 the Department has expended over 
$20 billion. It is anticipated that by next June expenditures during 
fiscal year 1952 for the Department of Defense will be approximately 
$40 billion. These figures are exclusive of expenditures for the mili- 
tary portion of the foreign aid funds. 

As of January 31, 1952, approximately $75 billion has been obligated 
of the $108 billion appropriated for fiscal year 1951 and fiscal year 1952. 
Part of the unobligated $33 billion represents funds for aircraft, ships, 
and other major items of procurement for which contracts will be let 
and funds obligated during the second half of the year. Another part 
of the unobligated balance also represents current operating expenses 
that are normally obligated month by month; for example, military 
and civilian pay, contracts for services at posts, camps, and stations, 
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and similar items. Except for amounts necessarily reserved for sub- 
sequent engineering changes, substantially all fiscal year 1952 and 
prior year money will be obligated by the end of this fiscal year. 

During the past year the Department has, I believe, made notable 
strides in improving the management of the procurement program. 
Among the more important of the improvements that have been 
made is the technique we have developed for the analysis of require- 
ments and the scheduling of procurement. This procedure was 
initially started approximately a year ago, about the time | appeared 
before this committee and first advised you of our plans to provide a 
substantially increased mobilization base. The first attempts at this 
analysis and scheduling were not altogether realistic because we lacked 
information on industry capabilities and raw material availability. 
However, during the year we have continued to review and revise 
»wroduction schedules and, in cooperation with the Office of Defense 
Mobilization, to determine more accurately the raw materials and 
tools required to carry out our programs. On the-basis of this expe- 
rience, it is believed that the Department is now in a position to 
more realistically schedule production. 


PREPARATION OF 1953 BUDGET 


Ae I indicated to the Congress in September, the preparation of 
the fiscal year 1953 budget could not proceed until decisions were 
made as to the force levels we planned to maintain. The Joint Chiefs 
of Staff made recommendations on forces early in October. In order 
to provide the Office of Defense Mobilization and its associated 
agencies with a basis for evaluating the material requirements, the 
Department of Defense provided estimates based generally on the 
continuation of the forces previously approved. Preparation of the 
budget was immediately started, both on a requirements basis and 
on a planning or bench-mark basis. 

As background for the military budget for fiscal year 1953, it may 
serve a useful purpose to outline the basic considerations which were 
taken into account in the preparation of the three military depart- 
ments’ requirements for this period. 

First of all, the three military departments recognize and fully 
accept the fact that the essential foundation of our entire military 
structure is a sound, vital, and progressive economy. We cannot 
have security against an external enemy over any extended period of 
time if our national economy is not in itself healthy. 

On the other hand, we have taken note of the fact that the elasticity 
of our economy and its powers of recovery permit the acceptance of 
unusually heavy burdens during the period of capital investment, 
provided always the period of strain is restricted in time and that 
relief from the unusual burdens is promptly and intelligently given. 

Secondly, we have tried to hear in mind that in preparation against 
the dangers of a hot war, we must not be trapped by our own efforts 
into losing the cold one. By this, I mean we must try to do first 
things first and not everything all at once. Our strength defensively 
and offensively lies very largely in the enormous productive capacity 
and the imaginative engineering of this country. If a military pro- 
gram is developed which cuts too deeply into the civilian economy 
by the removal of excessive amounts of scarce raw materials, large 
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numbers of productive enterprises will be forced to cut back and per- 
haps shut down altogether as a result of the inability to obtain the 
essential critical materials needed to keep going. All of our principal 
industries, whether large or small, have some break-even point in 
their operations below which it is impossible for them to continue in 
business. If it is humanly possible, therefore, we should earnestly 
seek to avoid causing these companies to drop below that break-even 
point which would cause unemployment and the loss of tax revenue. 
This feeling takes realistic note of the fact that a program of adequate 
preparedness cannot continue over any long period of time if the 
economic burden on the people as a whole is too heavy. 

In the third place, and in the light of the factors mentioned above, 
the military departments have endeavored, during the past year in 
particular, to reschedule certain items of equipment in such a fashion 
as to avoid excessive peaks which might thereafter result in abrupt 
and permanent shut-downs. These would be harmful not only to the 
economy as a whole, but would remove from the military departments 
the great strength which moving and living lines of production would 
give us. We have, in other words, tried to reconcile the urgency of 
our needs with a rate of production which would take care of our re- 
quirements for initial equipment and yet avoid the building up of tre- 
mendous reserves of completed end items which might rapidly become 
absolescent. We have groped for and, in some instances, I think, 
found what we promised this committee last year—that is, a throttle 
set somewhere between wide-open, which is war, and tight-shut, which 
has been our previous habit in peace. 

In the fourth place, we have tried to stretch out the procurement of 
certain types of items in those fields in which unusual technological 
advances give promise of substantially improved weapons within the 
next 2 or 3 years. Here again we have tried to get what we need 
basically for our military security in such a fashion that new and 
supplementary weapons, as developed, may be rapidly supplied with- 
out causing us to write off large, accumulated stocks of obsolete 
weapons. 

Against the background of events throughout the world which give 
little evidence of any relaxation of the ultimate ambitions of the 
Kremlin toward world domination we have tried to exercise both self- 
restraint and selectivity in our estimates of the end forces required to 
give us the minimum defense forces needed to serve as a protection to 
this country and to enable us to meet our commitments overseas; to 
serve as a deterrent against aggression and to permit a rapid mobiliza- 
tion to wartime strength, if that unhappy necessity were forced upon 
us. 

FORMULATION OF MILITARY REQUIREMENTS 


The procedure in the formulation of the military requirements 
budgets was essentially the same as that followed in the supplementals 
of fiscal year 1951 and the basic budget for fiscal year 1952. That is 
to say, the three armed services estimated their military and end-item 
requirements based on the forces recommended by the Joint Chiefs of 
Staff and approved by the National Security Council, related to a 
readiness date by which each service was to be combat-worthy. 

One notable and uncomfortable difference between fiscal year 1953 
and fiscal year 1952 and 1951 circumstances should be mentioned. 
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Whereas in the previous 2 years the impact of the recently started 
rearmament program had not noticeably affected industry as a whole, 
it was apparent, in the case of the fiscal year 1953 military budget, 
that the test of feasibility of the program in the light of the ‘shortages 
of certain essential basic raw materials become of cardinal i impor tance. 
The theory and, in fact, the practice in the last year and a half has 
been that the military services would estimate as © arefully as possible 
their military requirements. Thereafter, other agencies of Govern- 
ment, prior to submission to the Congress, would estimate the effect 
of the procurement of these military requirements both as to feasibility 
in a production sense and as to the impact on the national economy as 
a whole. 

As I said earlier, in the previous year the program did not have to 
be reduced because of shortages of basic raw materials or because the 
forecast rate of expenditures would cause excessive financial or eco- 
nomic strains. 

In fiseal year 1953 requests, however, we come up against the hard 
realities that the requests from the military would, in some instances, 
be unrealistic because of the lack of materials within the compressed 
period of time. In other cases the requests of the military depart- 
ments would result in total military expenditures which would be ex- 
cessive in the judgment of other competent agencies of the Govern- 
ment and which, in their opinion, would jeopardize the economy or 
financial stability of the country to a degree which would be unaccept- 
able and unwise. 

INITIAL BUDGET REQUESTS 


The initial budget requests submitted to my office by the three 
armed services, based on military requirements and early readiness 
dates, totaled approximately $71 billion, exclusive of the requirements 
of the military portion of the foreign aid program. As a result of the 
review conducted by the Office of the Secretary of Defense with the 
three military departments, and as a consequence of the screening 
process at that stage of budgetary development, the original estimates 
in their rough form were reduced to a finished budget of approximately 
$55 billion. The Department of Defense recommended the latter 
figure to the Bureau of the Budget and to the President as a reasonable 
fund requirement. ‘To reach an acceptable state of readiness by July 
1, 1953, in the case of the Army and Marine Corps and later for the 
Navy and Air Force would have involved, according to the it 
estimates of the three military departments, expenditures i in fiscal yea 
1958 totaling approximately $73 billion, exclusive of expenditures for 
military assistance to other countries. 

Subsequent to our budget submission to the Bureau of the Budget 
and the President, certain further adjustments were made both in 
terms of new obligational authority and in terms of expenditures, 
As a result of these adjustments, primarily a stretch-out of the period 
in which readiness is to be developed, the funds being requested in 
the budget submission before you call for $52 billion in fiscal year 
1953, rather than the $55-billion figure in our initial submission to the 
Bureau of the Budget and the President. 
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MILITARY EXPANSION 


The funds being requested herein for fiscal year 1953 will, however, 
permit the Army to expand toward a goal of 21 full-strength divisions; 
the Navy toward a goal of 408 combat vessels with 16 carrier air 
groups; the Marines toward a goal of three full divisions and three 


air wings; and the Air Force to build toward a goal of 143 wings. 


All three services will have the appropriate support-type units. 

The decision to build toward these larger goals rather than attempt 
to reach them in fiscal year 1953 or 1954 was made after careful con- 
sideration of the economic, material, fiscal, and military implications 
involved. The reduction from our initial request to the Bureau of 
the Budget was in line with these considerations and with an expendi- 
ture limitation directed by the President. 

The result was an approval of the military forces recommended by 
the Joint Chiefs of Staff and a determination by the President that 
expenditures for fiscal year 1953 for the Department of Defense and 
military end items financed under the mutual security program should 
be less than $60 billion. During the consideration of the problem we 
stated as fully as possible the implications which this calculated risk 
entails since it involves a stretch-out in production and thereby an 
extension of the dates upon which the services will be equipped with 
modern and combat-worthy arms and capable of sustaining themselves 
in battle. I believe you have already heard from Mr. Wilson, Direc- 
tor of the Office of Defense Mobilization, on the problem of scarce 
materials. Economic and fiscal considerations have been presented 
to the Congress in the Economic Report of the President and the 
budget message. 

PARTIAL MOBILIZATION 


I would like to emphasize that the problem confronting this com- 
mittee, the Congress, and the Department of Defense is to complete a 
military program within the framework of the partial-mobilization 
concept while at the same time maintaining a strong civilian economy. 
It has never before been attempted in this « country. We have always 
operated military production on the feast-or-famine basis of large 
production during actual war and little or no military production at 
other times. The building of a military organization capable of 
deterring aggression without destroying our economy is an extremely 
complicated problem. 

With respect to the military situation, I believe it is fair to indicate 
that this build-up does not attain the number of units with modern 
equipment or the amount of mobilization reserves as early as the mili- 
tary chiefs, from a purely military point of view, would consider 
desirable. However, the executive and legislative branches of the 
Government must of necessity give consideration to all the factors 
and arrive at the balance which appears best for the long-term 
security of this Nation. The budget before you represents such a 
, judgment by the executive branch of the Government. 


CUTBACK IN INDIVIDUAL PROGRAMS 


During the course of the hearings before this committee, you will 
no doubt be frequently advised as to a cutback in individual pro- 
grams. It is only fair to indicate that the individual programs being 
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presented to you by the military departments, in most cases, call for 
substantially less new obligational authority and for somewhat less 
production during fiscal year 1953 than the levels talked about during 
the fall of 1951. However, I would like to remind the committee that 
if the Department of Defensé is to achieve the production goals set 
forth in this budget in conjunction with those for military assistance 
programs, it will be necessary to double the output of hard goods and 
construction between December 31, 1951, and December 31, 1952. 
The achievement of such an increase will require vigorous efforts on 
the part of the Department of Defense, American industry, and the 
civilian defense agencies, such as the Office of Defense Mobilization. 
We believe that it is within our capacity to achieve this doubling of 
output of the critical long-lead-time items of military production in 
the next 12 months, but because of past conversations concerning 
higher rates, many people may consider it comparatively easy to 
achieve the rates now being proposed. On the basis of my experience, 
I can assure you that no production schedule is ever achieved unless 
initiative, effort, and followup are applied at the critieal points. 


MACHINE TOOLS 


During the past year as might be expected in the initiation of a 
program of the magnitude undertaken by the Department of Defense, 
numerous individual difficulties have arisen in securing the production 
the Department desires. In such a ‘tooling up’”’ period there is, of 
course, a shortage of machine tools. More and more these difficulties 
are being reduced to shortages of individual types of tools or facilities 
which make them easier to deal with. In cooperation with the Direc- 
tor of Defense Mobilization we have been working with manufacturers 
to find ways and means by which production could be expedited 
pending the delivery of new tools and by the adaptation of existing 
tools even if somewhat less efficient. 


PRODUCTION SCHEDULES 


To assure that the goals set forth in this budget are achieved, I have 
directed the Chairman of the Munitions Board and Mr. Clay Bedford, 
an outstanding production expert who has recently joined my staff, to 
work with the three military departments to break any existing 
bottlenecks in military contracting or production techniques that 
might retard us in reaching our goals. 1 believe that with this con- 
centrated effort the desired production will be achieved. Measured 
in dollars, this means expenditures of over $85 billion during the next 
18 months by the Department of Defense, two-thirds of which will be 
for hard goods and construction. The quarterly expenditure rate on 
June 30, 1953, will be approximately $16 billion. I should add that 
these figures include expenditures for the military portion of the 
foreign-aid program. 

As in the two previous years, approximately one-half of the funds 
being requested would be obligated for capital investment type of 
items, such as airplanes, tanks, and so forth. The authority being 
requested herein for such types of items when used with the funds 
provided in fiscal year 1952 and fiscal year 1951 will permit the 
projection of firm production schedules, except for aircraft and ships, 
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generally to June 30, 1954. In the case of aircraft for naval aviation, 
the schedules would be projected on this basis through December 1954 
and in the case of aircraft for the Air Force, into calendar year 1955 
In the case of ships, the time will vary depending on the size of the 
vessel being constructed. This further forward financing for major 
procurement is the result of our experience during the last 10 months 
which indicates the advisability of lengthening the period of forward 
contract commitments—for example, 6 months were added to the 
financed lead-time for aircraft for the Air Force. Details will be 
presented by the military departments but in general it reflects the 
increasing complexity of managing the flow of material and pro- 
curement. 

[t is our opinion that these additional amounts are extremely im- 
portant if industry is to have a reasonable opportunity to comply with 
the decision to produce needed military equipment and simultaneously 
to carry on a reasonable level of production for the civilian economy, 
because with the additional funds being requested we will be able to 
make firm contracts for military production involving delivery of goods 
during the next 2 or 3 years. This will permit the Office of Defense 
Mobilization to make reasonably firm long-range determinations as to 
material that will remain available for civilian production and allow 
manufacturers to so adjust their total production as to meet the sched- 
ules for military equipment and at the same time secure maximum 
civilian production within the limits of material availability. With a 
lesser amount of money we would be limiting our efforts to a program 
level that would increase, beyond the realms of prudence, the calcu- 
lated risks already taken. It would force us to less efficient opera- 
tions and would not permit the continued accelerated production 
during the next 2 years of the major military items we need. 


TOTAL OBLIGATIONAL AUTHORITY REQUESTED 


In bringing the budget to the level requested by the President and 
in stretching out the period of force and matériel build-up, we believe 
that all of the calculated risks, considered prudent, have been ac- 
cepted. With the objectives outlined above in mind, the Department 
of Defense strongly recommends that obligational authority in the 
amount of $52 billion, as submitted in the President’s budget, be 
appropriated for fiscal year 1953. 

Chairman O’Manonry. Mr. Secretary, again this year, as last 
year, you have emphasized the importance of maintaining a sound 
economy, and you have given in this statement indications of the steps 
which have been taken, or at least the end goals which have been re- 
tained in some degree, of cutting the budget which was submitted to 
the President, below that which was asked by the various bureaus 
under your direction. 

It would appear also that the budget itself was cut below the $55 
billion which you recommended. 


MILITARY AIR POWER EXPANSION 


I think it only fair to say that while recognizing fully this desirable 
goal which you have sought to attain, it should be pointed out, and I 
am sure that the committee will want to go into this, that the real 
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problem seems to me to be whether we can get adequate defense 
under any such process. There has always been, for years past now, 
a running debate in the Congress and in the country at large, about 
the extent of air power. I do not need to remind you that before 
you'assumed your responsibilities, the Air Force was cut back in the 
Congress. In the Senate it was cut back to 48 wings. The House 
insisted upon 58 wings. The purpose of that cut-back was to avoid 
a deficit. 

The result, of course, was that Russian build-up was continuing 
while we were holding back. 

Last year the Senate added $5 billion to the bill for the purpose of 
stimulating the Department of Defense to the expansion of air power. 
In conference that was substantially reduced, because it was pointed 
out that within fiscal 1952, that amount of money could not be provi- 
dently expended because of the shortage of materials to which you 
have pointed. 

Now, however, you tell us that the program for the Air Force points 
toward a goal of 143 wings. When this goal is to be achieved and how 
it is to be achieved and what, in the meantime, will be happening to 
the Russian air force, is, I think, a primary question. It affects 
defense, it affects the deficit, and it affects taxes. 

Do you care to make any comment now on that? 

Secretary Loverr. Yes, Mr. Chairman. 

Chairman O’Manoney. I should say, of course, that we now get the 
daily reports from Korea on the apparent substantial gain of the 
Communist air power, so that where once, a year ago, we had complete 
command of the skies, we appear not to have that command now. 

Secretary Loverr. Mr. Chairman, I think in order to understand 
the situation that we now face, we must go back to the comments 
you made earlier; that is, we have lost very valuable time and we have 
lost several years of production. We went, in my opinion, fast 
asleep at that time. 

Senator Frerauson. What year was that that we went asleep? 

Secretary Lovett. I would say immediately following the war, sir. 
We did not just demobilize, in my judgment; we just disintegrated, 
and we brought everybody back home and sold surplus equipment, 
and we went to pieces in a big way, and I think unwisely. 

I mention that only because, Mr. Chairman, that time loss never 
can be fully recovered, and in consequence we have to run faster 
now for several years in the long-lead-time items in order to make 
up the deficit in advance models of aircraft which we might have 
gotten had we gone on with an orderly procurement program. 

Your question leads into one of the big problems that faces any 
administrator here in this type of a program. It is the violent swing 
from the full-open throttle to the tight-shut throttle; it is that violent 
pendulum action which makes it so very difficult to exercise manage- 
ment in a department which has a continuous responsibility for 
national security. 

It has been our hope in the presentation of these budgets during 
the last 18 months to try to find a level which would not be an exces- 
sive burden on the country, but would provide the country with a 
reasonable security against disaster, and a deterrent to war, if not 
absolute security. This budget now represents, in my opinion, the 
very thin edge of an acceptable calculated risk. I am deeply troubled 
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by it, and I present it to the Congress so that we will all understand 
exactly what the situation is. 

The forces required in this represent, as I say, the judgment of the 
military advisers of the country. I think the civilian heads of the 
three departments likewise have a responsibility to express their 
judgment on this. I think that I speak for them all, but they are 
available for their individual testimony here, when I say that this 
budget represents in end forces—and I am not talking dollars, now, 
but end forces—the end forces here represent, I believe, the minimum 
calculated risk that a country of this size and importance, the last 
stronghold of democracy, should take. 

Chairman O’Manonry. Well, it is more than just a mere calculated 
risk; is it not? When we consider the plain fact of the Russian MIG, 
so-called, which is apparently being delivered to the Chinese Com- 
munists in very large numbers, much greater than we are able to keep 
up with, a modern plane which is superior to any that we have yet 
put on the fighting front, does that not mean that we are continuing 
to lose this valuable time of which you spoke as having been lost 
immediately after World War II when we allowed the Air Forces to 
disintegrate? 

Secretary Loverr. No, I do not think we are continuing to lose 
the time in that sense. If you will permit me, sir, I will try to deal 
with that. 

Chairman O’Maunoney. Not to that extent, but still losing. 





AIRCRAFT PRODUCTION 


Secretary Loverr. Or in that sense, really. If you will permit 
me, I will try to cover both points of your question. 

Under our system of production, we have a very long tooling-up 
process. In the easy-to-get aircraft, it amounts to about 18 months; 
that is, it takes a period of 18 months before the first aircraft. comes 
off the end of the production line. 

Now, we got our major build-up in funds with obligational auth- 
ority, as I recall it, late in September of 1950, the first supplemental. 
We got the next build-up in funds, as I recall it, on January 6, 1951. 
If you add 18 months to September of 1950, you get March of 1952. 
And if an aircraft came off the line in March of 1952 as a result of 
contracts made in September of 1950, that would be par for the 
course. 

As to the funds we got in January of 1951, if an aircraft came off 
in July of 1952, that would be par for the course. 

Now, there have been slippages. 

Senator Frrauson. Might I inquire there? You say that if a 
plant is equipped to make aircraft and you let a contract, it is 18 
months before you can get aircraft? 

Secretary Lovert. As a minimum, on the easy types of aircraft. 

Senator Fercuson. Even though it is an airplane company? 

Secretary Lovett. That is right, sir. 

Senator Fercuson. Did they not have some tools and equipment 
that were not in use at that date, back in 1950? 

Secretary Loverr. Yes; they had some tools. 

Senator Frreusox. And equipment? 
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Secretary Loverr. And equipment, that was not in use. But the 
assembling of these vastly complicated machines—and we will show 
you later visually exactly what one of the problems is—requires the 
accumulation of. work in process for about 12 months, and the actual 
fabrication of the end item takes perhaps 6 months or less. 

The introduction of jet engines, and the introduction of improved 
radar and electronics complicates production—Senator Ferguson, this 
whole business is in a ferment of technological advance. We have 
reached speeds which are so fast that the human eye and human coor- 
dination cannot handle it, and it has to be done automatically. 

Senator Fercuson. Mr. Lovett, is it also true that in the letting of 
these contracts, it takes many months, and in fact they pass through 
90 hands before they are able to be let? 

Secretary Loverr. There is no question but what there has been an 
administrative lead time in addition to a-manufacturing lead time. It 
has been our earnest effort, starting a little over a year ago, to cut 
that down, but the tendency on the part of procuring officer and the 
contracting officer is to “fireproof” everything, and to get a lot of 
initials, and pass it through a lot of hands in order to check every 
point. 

Senator Ferauson. How many initials do you need? Is it 90? 

Secretary Lovett. No, sir, of course not, and it should not be. 

Senator Ferauson. Has it ever been 90? 

Secretary Loverr. Well, I do not know the precise number, Senator 
Ferguson, but it would not surprise me to find that it was a large 
number. 

Senator Ferauson. I wish you would check as to whether it was not 
90 at one time, in the immediate past. 

Secretary Lovurr. It may very well have been, sir. If you take an 
elaborate thing like a heavy bomber, we will say, there will bemen 
contracting for the electronics, and the hydraulic gear, and the air- 
frame itself, and the engines, oleo-struts, and all of those things. 

Senator Frerauson. Will you get for the committee the length of 
time that it takes after you get money to expend it? How many 
people have to approve those contracts? 

Secretary Loverr. Yes, sir. It will differ between the three 
services; and so, if you will permit me, I will get those figures from 
the three Departments. 

(The information referred to appears on pp. 126 to 130.) 

Senator Ferauson. Yes, sir, from the three services. 

Chairman O’Manonery. Since Senator Ferguson mentioned the 
processing of machine tools, | want to ask a simple question, the 
answer to which I think is not generally understood. 


NEED FOR NEW MACHINE TOOLS 


Can these modern military end items be manufactured with the 
same machine tools that we had at the end of World War IT? 

Secretary Loverr. By and large, they cannot, in all respects, Mr. 
Chairman. We are working with a type of metal and a type of form, 
particularly in the jet engines, where the rotor blades and the hot 
wheel section requires special tools. 

Machine tools roughly, oversimplified, fall into two classes: The 
general-purpose tool and the special-purpose tool. Now, the general- 
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purpose tool like a Pratt & Whitney lathe or a Cincinnati milling 
machine would be essentially the same and could perform essentially 
the same functions; but the special-purpose tools usuall ’ are derived 
from what is called process engineering. In other words, because ot 
the amount of labor cost which goes into these items, we have to 
substitute very expensive special-purpose tools. 

Now, may | t pick up the second part of your question? 

Chairman O’Mauoney. | wanted to return to that. 


PERFORMANCE OF UNITED STATES FIGHTER AIRCRAFT IN KOREA 


Secretary Loverr. You mentioned, as I recall it, sir, that it had 
been reported that the MIG—15 was better than any aircraft we have. 
I must, with great respect, differ on that point, sir. 1 think it depends 
on the method of comparison. Any fighter aircraft is a compromise. 
You have a rate of climb, a rate of speed at an optimum altitude, and 
a rate of fire, maneuverability, tight-turnability, and all of those 
things. 

Chairman O’Manonry. I was thinking primarily of the rate of 
climb, on which I think it has been just testified that the MIG is 
superior to anything we have. 

Secretary Loverr. That is correct, anything we have in Korea. 

Senator Ferauson. Have we better ones outside of Korea? 

Secretary Loverr. In test we have, but not in combat service. 

In the over-all qualities which a fighter requires, I believe, and 
particularly in its equipment and in the safety items for its pilot, the 
F-86 is a superior plane. It weighs one-third more than the MIG. 
Of course, weight is one element which controls climb and ceiling. 

Now, to revert to Senator Ferguson’s——— 

Senator McKe.tuar. Just one moment before we leave that. 

If we had better fliers and better airplanes, why not use them, and 
why are you holding back? Why not use them in Korea? 

Secretary Loverr. We have no better planes for combat use than 
the F-86. I said we had better planes in test, sir. 

Senator McKe.tuiar. That is in test? 

Secretary Loverr. In service test. 

Senator McKe.uiar. How long is it going to take to test them? 
We need them out there. 

Secretary Lovett. Well, they are now going into production but 
their service use is some time off, Senator McKellar; and I think in a 
public hearing, I hope you will agree, it is unwise to put in dates 
indicating when units will be equipped with them. 

Senator McKeniar. I would like for that date to be shoved up as 
much as possible, and put our best foot forward out there. 1 think 
we ought to do something out there. 

Secretary Loverr. It is our earnest hope to be able to do that. 

Mr. Chairman, Senator Ferguson asked about the number of people 
that handle contracts and require signatures. A few days ago we 
had a study made of just one contract, one major contract, which | 
think shows the complexity of the problem and the number of people 
that are involved in one single item. Here is a document which was 
classified until certain data was cut off which I think shows visu- 
all y—— 
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REPRESENTATIVE OF RUSSIAN NEWS AGENCY, TASS, PRESENT 


Chairman O’Manoney. Before you talk about classified documents 
here, I think that I ought to say, Mr. Secretary, that the chairman 
has had a check made of newspaper representation here. and a repre- 
sentative of the Russian news agency, Tass, is in the room, because 
one of our great advantages over the Soviet is that we do have a free 
press, and we do talk frankly and openly; whereas in the Soviet regime 
there is no such thing as freedom, not even on the part of the repre- 
sentatives of Tass. They have to do what they are told. 

Senator Fercuson. When you are speaking, you are spea king realiz- 
ing that there is a representative of Tass here? 

Secretary Loverr. Most certainly, Senator Ferguson. 

Senator FrerGuson. So we are limited even in our questions to you. 

Secretary Loverr. I understand that, sir; and that type of thing, 
of course, means that in open hearing some of the matters which vou 
wish to discuss will have to be thrown into executive hearings, from 
your point of view as well as ours. 

Senator Ferauson. | think we all understand that, that this is not 
a complete hearing at all. 

Senator Cuavez. But, Mr. Secretary, we also should have in mind 
that the American people are entitled to the news of their country’s 
efforts in national defense. 

Secretary Loverr. Of course, Senator Chavez. 

Senator Cuavez. For myself, I believe in notifying the American 
people just exactly what conditions are. 

Secretary Loverr, There will be no breach of security here. 

This visual presentation, I think, Mr. Chairman, will simply give 
you an idea of the magnitude of the problem. Anything that had to 
do with security has been cut off. 

(Chart exhibited to the committee.) 

Secretary Loverr. This represents one contract in the top line. 
Everything below that, on both sides of this, represents the subcon- 
tractors, and that is only the first tier of subcontractors. 

Senator Ferauson. What is the number? Can you figure up the 
total? 

Secretary Loverr. It is 106. 

Senator Frercuson. That is really a.small number. 

Secretary Loverr. This is just one small item, as a matter of fact. 

Mr. McNetu.. This is the first tier of subcontractors. 

Secretary Loverr. These are the subcontractors which the prime 
contractor deals with directly. 


PROCUREMENT PROCEDURE 


Secretary Loverr. | would like to mention quite frankly to the 
committee one of the other problems we have run into as evidence 
of complication. The business of the services by and large is, of course, 
to get the quantity and quality of material delivered at the required 
time, and that is to be done under certain regulations, either by law 
or by regulations issued in support of the law, trying to give the 
intent of the Congress. 

We have now got to the point, Mr. Chairman, where we meet 
ourselves coming back on some of these requirements. 


94846—52-——2 
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We are told to buy at the lowest price obtainable. That is, get 
the most for the Government’s money. Then at the same time we 
are told to favor small business. Then we are told also to favor the 
distressed labor areas. Then we are told not to buy in advance of 
need. 

Senator Ferauson. Have those two requests which the Comptroller 
General has approved under the law, that of small business and dis- 
tressed labor areas, been implemented so that you can actually carry 
those out? 

Secretary Loverr. I believe it is to be issued by ODM within the 
next day or so, Senator Ferguson, after discussion with the appropriate 
Senators of their committee. 

Senator Fereuson. One came out May 8 and the other about 
January 14. 

Secretary Loverr. There is some dispute as to the meaning of 
certain language in it which we will try to clarify with the Comptroller 
General and the Congress. 

I am trying to point out, sir, that the contracts now include things 
like requirements for antidiscrimination, the Walsh-Healey Act, Fair 
Labor Standards test, compulsory subcontracts, and now in addition 
we have the problem of favoring the distressed labor areas and small 
business, but, at the same time, getting the most for the dollar. 

Now, the procurement officer today, as he gets into the problem of 
making the contract, really has to have a check list along side of him 
like a pilot before he takes off in a big aircraft. He has to check 
everything. And that is a complication which I merely want to ask a 
sympathetic understanding of. It is a very difficult problem. 

We can live with it, and we will do our very best to meet these 
things. 

Chairman O’Manonery. You regard them as obstacles to economy 
which might be accomplished otherwise? 

Secretary Loverr. I do not go so far as to say they are obstacles, 
Mr. Chairman. I just say they are complications. It is the com- 
plications that take time. 

We have to check to make sure that the man has complied with 
Walsh-Healey Act requirements. We have to make sure that the 
Davis-Bacon Act is observed. We have to make sure, for example, 
that an employee A is not discriminated against in favor of emplovee B. 

With the number of contracts we have, it is mighty taxing. We can 
lick it, but it is going to take time and we will make a lot of mistakes. 

Chairman O’Manoney. And it requires additional personnel? 

Secretary Loverr. I am very much afraid so. 


DISCREPANCIES IN AWARDING CONTRACTS 


Senator Fereuson. Do you let contracts to people who have no 
facilities, such as brokers? 

Secretary Loverr. No, sir. 

Senator Fereuson. I am going to give you this. I have an opinion 
from a judge in Detroit where a contract was given to two men who 
had no facilities except an office, desk, and some chairs. The contract 
called for an expenditure of $99,000. They let the subcontract out 
and made a profit of $39,000. 
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The reason this got to the judge was that they got into a dispute as 
to the division of the $39,000. 

Chairman O’Manonry. What was the date of the decision? 

Senator Fercuson. The date of the decision is the 17th of January, 
this year. 

I will turn this over to you now. 

Chairman O’Manonny. What was the date of the contract? When 
was the case tried? 

Senator Feracuson. It was just tried this month. This is January 
17, 1952. 

Chairman O’Manoney. That is the decision. 

Senator Ferguson. This was on a preliminary order. It has not 
been tried yet. There is no doubt about the profit. It was on two 
items. 

Secretary Loverr. Our regulaticy~ are against that type of thing, 
Senator Ferguson. We would like vecy much to have that. 

Senator Frrcuson. It seems outregeous to have two men get a 
contract and make practically 40 perce..t profit without any facilities 
whatever. 

Secretary Loverr. There is no excuse for that at all, sir. We will 
have a look at it. 

Chairman O’Manoney. My question is to obtain information as to 
the time when the contract was made. 

Senator Frercuson. Yes. I have been about a week trying to find 
out what this contract was. They told me here I would have to get 
all my information in Detroit. We have been in contract with Detroit 
trying to see who let the contract and the circumstances under which 
it was let. 1 cannot give you the exact date. 

Secretary Loverr. As soon as we get the information, Senator 
Ferguson, we will move right in because we may be able to pick this 
one up on renegotiation. 

Senator Frercuson. I hope so. 


AID TO SMALL BUSINESS 


Senator Cuavez. You mentioned, Mr. Secretary, the fact of trying 
to take care of small business; that was one of the complications that 
might retard the issuance of a contract. 

Well, you do that, of course, because of the concern you have about 
the economy of the country, employing the small businesses to create 
airplanes and other material that national defense might need. 

You feel that it is necessary to take care of small business provided 
they can do the particular subcontract that is involved? 

Secretary Loverr. Definitely, Senator Chavez. As a matter of 
fact, 1 think there has been a lack of adequate recognition of what has 
happened so far as a result of the combined efforts of the three de- 
partments. 

In the Director of Defense Mobilization’s report to the President, 
| think it was the fourth quarterly report, it was pointed out that 
among the metal working firms where the impact, of course, of the 
defense effort has been greatest, small firms, that is, those having less 
than five hundred employees, have grown much more than their larger 
competitors. The statistics are extremely interesting on that. 
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Firms having under 100 have increased in employment 26 percent: 
between 100 and 500 the increase has been 23 percent; and over 500 
the increase has been 10 percent. 

I think that is evidence of the effort placed by the military in that 
area. 

Senator Cuavez. I have another general question, and this is in 
reference to the Air Corps. Many bases were concerted throughout 
the Nation during the last war. 

Does the Department investigate those deactivated bases to see if 
they can be used in the future? 

Secretary Loverr. Yes, very definitely, Senator. 

Senator Cuavez. They tell us, for instance, that the Air Corps will 
want to build a new base within a State, while, at the same time, there 
might be six or seven or eight old bases there that have materials that 
you would not have to purchase again. They have sewerage sys- 
tems, water plants, gas lines, and so forth. 

Does the Department look into those matters on whether or not 
those facilities could be utilized so as to not purchase new ones? 

Secretary Loverr. Yes, sir; site boards, engineering teams, go into 
that as a first step. 

Senator McKetiar. There are not very many that are used, are 
here? 

Secretary Loverr. Yes, a considerable number of our old bases 
have been reactivated. 

Senator McKegtiar. Would you be good enough to put in the 
record the number that have been used, and the number that have 
not been used? 

Secretary Loverr. I will ask the three service secretaries to be 
prepared to answer that in their testimony. 


EXPENDITURES 


Senator SALTONSTALL. I should like to ask the Secretary of Defense 
three questions, if I may. 

You have stated that all the past money unobligated, amounting 
to $38,070,000,000 on December 31, 1951, would be obligated in 
1952. You further stated in your testimony that half of the 1953 
request will be for capital investments. 

Assume that we cut down the appropriation from 1953, what will 
be the effect on your planning and on your lead time as particularly 
concerns this capital investment? 

Secretary Lovert. It will have exactly the same effect as though 
you shut a line off that was producing aircraft. You will get that 
amount less of aircraft. 

Senator SALTONSTALL. In other words, it will not only slow down, 
but shut off? 

Secretary Loverr. It will not slow down, Senator. It will cut 
it off. 

Senator SALTONSTALL. If we cut it off, that means that theoreti- 
cally that new airplane will not be put on the production line? 

Secretary Loverr. That is correct, sir. 

Senator SALTonsTALL. If my memory is right, before the Armed 
Services Committee, you stated that this budget represented a balance 
between material, machine tools, and manpower. If 1 understand 
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that, it means that this budget that you have worked out represents 
a possibility and a practicability of having gone ahead with materials 
available, machine tools available, and the manpower available; is 
that correct? 

Secretary Loverr. Yes, sir, Senator Saltonstall. What we are 
trying to do here is really adopt a rule of reason because many of the 
problems we are dealing with are utterly irreconcilable. There is no 
good solution. 

The only thing you can do is take a good course of action. We have 
tried to do that. 

We have tried to take the manpower we have and the money that 
we have an relate it to the availability of the critically short basic 
materials. 

When we talk about a certain number of groups in an air force, 
those groups will have planes. When we say equipped and combat- 
worthy, it is with the most modern planes. 

Senator SALTONSTALL. What you are saying in this budget, really, 
is that you have to the best of human capabilities reasoned out what 
we are capable of producing with the planning 1 in this country during 
the coming 2 years and have put it in? 

Secretary Loverr. That is right. We have emphasized something 
which again, unfortunately, escapes public notice. 

As the chairman suggested, the American public has to understand 
this thing in order to support it; and, if we cannot make the case for 
national security, why, then we are not going to get that support 
over a period of years whic h, in my opinion, we must have. 

Senator Cuavuz. Then may I interrupt you right there? I am 
glad you made that statement because the American people are con- 
cerned, and that is why I would like to give them as much information 
as is safe without interfering with our security, because they will 
stand for anything if they only know what it is about. 

Secretary Loverr. I agree, sir. 

I think, once the pe ople of this country know what the problem is, 
they will face up to it. I am not worried about it. 

Senator Cuavez. | will tell you what a person told me 10 days ago 
at Albuquerque, N. Mex. He said we ought to have a “voice for 
America,” and then we think we could follow it ver v easily. 

Secretary Loverr. I have no doubt, Senator Chavez, that the 
American public will support any reasonable program. The thing that 
is troublesome to a fellow in my job, as | said earlier, is these swings, 
rather unsettling swings, ina program. It is as though a man running 
a plant did not know whether he was going to turn out a hundred 
items or 10,000 items, or maybe shut down. 

The ability to do this thing is in this country. There isn’t any 
question at all. 

Chairman O’Manoney. Are you responding to Senator Saltonstall? 


EXPANSION OF BASIC PRODUCTION 


Secretary Lovurr. Yes. 

We have done something, as I said, that is fr equently overlooked. 
We are increasing the basic production of this country in the really 
essential things. 
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For example, steel, aluminum, electric power; all those things we 
are building now so that, if anyone is stupid enough to start a war, we 
will have that higher production platform to work from. 

Senator SatronsTaLu. And if we cut down on this budget—I am 
not saying we will not—but, assuming we do cut down, your argument 
is that it will throw out of balance this balance of material, manpower, 
and machines that you have built up and would stop—not cut down, 
but stop—an essential production line? 

Secretary Loverr. Yes, Senator Saltonstall. It is accurate if you 
relate what I said to the end items. 

I cannot come to you and certify that a dollar or a certain amount 
of dollars cannot be cut off this budget in an area which has no relation- 
ship, we will say, to the production of a military end item or the mak- 
ing of our troops combatworthy. 

But I do say that to the best of our ability we have tried to wring 
the water out of this budget. We have cut out the fat insofar as we 
could identify it. 

As I said earlier, Mr. Chairman, I am fearful we may have cut a 
little bit into the muscle. But that is a calculated risk which must be 
taken. 

ESTIMATED RATE OF EXPENDITURES 


Senator SatronstaLu. May I ask one more question, Mr. Lovett? 

You have stated in your prepared statement that you would spend 
$16 billion a quarter in 1953. That is roughly $5,100,000,000 a 
month. Now, I read a newspaper article which stated that your 
original idea was to spend $7 billion a month in 1953. 

Now, in cutting from $7 billion to $5,100,000,000 in 1953, when 
do you estimate that our goals will be reached? 

Secretary Lovertr. The $16-billion figure was the last quarter, 
Senator Saltonstall, so you cannot work out an accurate average. 
It is at the rate of $16 billion. 

We are running now about $3.4 billion a month of which over $1% 
billion is procurement and construction, about 50 percent. That will 
build up until we reach a monthly rate at the end of this fiscal year of 
over $4 billion. 

The heavy items procured alone will require a doubing of production 
between December last and December next. 

I think, to be fully responsive, since this is a public hearing, I should 
explain that we get into the habit of using words of art in our business, 
such as “expenditures.”” The measure of production can only be ob- 
tained accurately, in my opinion, by using three tests. The first is 
production; that is, the number of end items which are turned out at 
the plant. 

The military then measure that by what is called acceptances. A 
plant may turn out 100 items, and we may accept only 20 of them be- 
cause they do not meet specifications or need reworking before final 
acceptance. 

Furthermore, the total of production has to be measured by expendi- 
tures, and expenditures mean the amount of money you put out 
monthly both for troops, personnel, maintenance, operations, food- 
stuffs, and heavy items. That is why I break down these expenditures 
monthly and annually into construction, hard goods, and the ordinary 
expenses of housing and equipping troops. 
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Senator SauronsTALu. The ideal goal toward which you are working 
is that there will be 100 percent acceptances of the 100 percent pro- 
duction and expenditures; is that correct? 

Secretary Loverr. That is the ideal. 

Senator Satronstauu. That ideal will be more closely realized as 
we get shaken down? 

Secretary Loverr. Yes, sir; and as time passes and as new facilities 
are in. We have new facilities coming in right now. 

Senator SatronstTaLy. So that, with this slight slowdown as the 
budget represents, you estimate that you will reach your full goals 
with the exception of certain airplanes and aircraft carriers by the 
end of 1954; is that correct? 

Secretary Lovetr. That is about right. 

Senator SatronstTaLy. Thank you. 


ADEQUACY OF 1953 BUDGET REQUEST 


Chairman O’Maunonry. Mr. Secretary, you know, of course, from 
my personal contact with you and your staff, I am very well aware 
of the, I think I might properly say, Herculean effort that you and 
your associates are ‘making to spend the appropriations which are 
made to the Defense Department wisely and effectively. 

The questions that I ask go to a different objective at this time. 
As I said at the outset, Congress will have to decide eventually whether 
to invite a deficit. The Congress has been asked to increase taxes 
I do not believe Congress will. 

Therefore, the basic question is whether or not in the budget before 
us we are actually providing the defense which the Nation and the free 
world require. 

When you say, as you did a few moments ago, that you, yourself, 
have feared that in this budget we may be cutting some of the muscle, 
I should like to have you tell us for the record whether or not, in the 
case of air power itself, to get back to the original point that I was 
making, we are not still losing time in an arms race with the Soviet 
Government, while the Soviet Government is using every effort at 
its command to delay, hinder, and obstruct. 

The public has not forgotten that, when the North Korean invasion 
of Korea took place, Jacob Malik, after boycott of the Security Coun- 
cil, returned to the Council and assumed the ¢ -hairmanship, which was 
his right under the rotation policy which was in effect, and he used his 
entire period for the purpose of obstructing action by the Security 
Coumeil. 

Then, when things were going in a military manner to the great 
advantage of the United Nations, supported 90 percent by American 
military power in Korea, Mr. Malik suggested again a delaying tactic ; 
namely, the discussion of the truce. Discussions of the proposed truce 
have been going on now for months without any visible result. 

But in the meantime Russian air power is gaining. In the mean- 
time Russian contributions of military material to the Chinese are 
greatly increasing. 

So the primary question in the discussion of this budget, in the 
final solution of whether it should be allowed or cut back, is whether 
or not this budget delays again the production of aircraft and pushes 
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it further into the future or whether it will stimulate the production 
of aircraft. 

Secretary Loverr. You may wish, Mr. Chairman, to get the details 
in executive session for this committee, 

Chairman O’Manoney. Yes. We do not want any details here. 

Secretary Loverr. I think I can answer your question, though, 
in this public hearing by saying that this budget permits us to go ahead 
toward our peak monthly production rate within the fiscal year we are 
talking about. We will get toward the peak and then hold a high level 
longer than we would otherwise have been able to do. 

I think I had better answer your question graphically rather than in 
words which might be picked up. 

Senator McKetiar. But, Mr. Secretary, it will require deficit 
spending to do it? 

Secretary Loverr. Yes, sir; I believe it will, if the estimates gre 
correct. 

BRITISH DEFICIT SPENDING 


Senator McKeuiar. You are contributing very large sums to 
Great Britain. She does not spend above what she earns or what she 
takes in. She has no deficit spending. 

Secretary Loverr. Senator McKellar, I think the last British 
Treasury statement showed that their gold reserve had gone down by 
something approximating $1,500,000,000. 

Senator McKetuar. They may have done it, but they are not 
engaged in deficit financing. You look it up and see. Put the 
answer in the record, please. 

Secretary Lovert. Yes, sir. 

Senator McKe.iar. You will find that they are not engaged in 
deficit spending. 

(The information referred to follows:) 

In this connection we must distinguish between the budget of the Central 
Government of the UK and the international balance of payments of the UK. 

In recent years the Central Government of the UK has budgeted as far as 
possible to achieve budgetary surpluses of revenue over expenditures, and this 
result has by and large been achieved. However, for the British fiscal year end- 
ing March 31, 1952, it is estimated that the Central Government budget will 
show a deficit of approximately $1,280,000,000. 

With respect to the balance-of-payments problem, the recent strain on the UK 
is indicated in the decrease in gold and dollar reserves during the last 6 months 
of calendar 1951. During that period gold and dollar balance reserves fell from 
approximately $3,867,000,000 on June 30 to $2,335,000,000 on December 31, 
a decrease in reserves of $1,532,000,000. 

(See also p. 158.) 


MILITARY PRODUCTION PROGRAM 


Secretary Loverr. Without any indication of the period of time 
for security reasons or the amounts, I think I can show you what has 
happened over the past vear. 

Senator Fercuson. I assume this is the whole program and not 
any particular part of it? 

Secretary Loverr. This is the whole program. 

Assume that this line was the original estimate of very rapid build- 
up. Then you can see that it peaks and falls off until it practically 
goes. down to nothing. 
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In other words, if war should come in this period [indicating], pro- 
duction would be all right. If it came over here indicating], produc- 
tion would be all wrong because we would have some obsolete equip- 
ment and many plants shut down. 

Senator Frrauson. How long does it take a piece of matériel to 
become obsolete? 

Secretary Loverr. It depends on the particular matériel. If you 
accept these lines as a rough calculation in years, you can see that, 
if you taper off to almost nothing, then you do not have the advantage 
of the moving line which can be accelerated in the event of trouble. 

This is a rather schematic thing and is, of course, not specifically 
accurate, for obvious reasons. 

Chairman O’Manoney. Mr. Secretary, that was explained to the 
committee last year, and the committee accepted it and the theory 
was that we would build the productive machines, the production 
line, and having built them capable of producing at the given rate, 
then if the need came, we could take the war machines off the produc- 
tion line at a sufficiently rapid rate to meet what was then deemed to 
be the possible threat. 

Now, the question arises with respect to this budget. Does it 
allow for the completion of the necessary production lines within a 
proper period? 

Secretary Loverr. Yes, sir. It provides for the completion of the 
production line. It does not provide for the total number of com- 
pleted aircraft within the same period of time. 

Chairman O’Manoney. You are not stockpiling the aircraft, but 
you are completing the productive machine? 

Secretary Loverr. That is correct. 

Senator KNowLaNpb. Obviously, this committee, Mr. Secretary, 
does not want anything of a security nature released to it, but I think 
that both the committee and the country are deeply concerned over 
the fact that a short time ago, after his return from Korea, the highest 
air officer in the United States, the Chief of Staff of the Air Force, 
indicated publicly to the American people that we were in danger of 
losing our air superiority over Korea 

Now, I think that that was one of the most shocking revelations 
which has had its impact upon our people because this Nation had 
been a pioneer in aviation, we are generally considered to have the 
largest industrial capacity of any nation on the face of the earth. 
We have been talking about the cold war in Europe, but we do have 
a hot war going on in Korea. 

The chairman has pointed out that we are supplying more than 
90 percent of the forces in that country, probably a larger proportion 
of the Air Force than 90 percent. 

What I think we are concerned about and what the country is 
rightfully concerned about in reading these reporrs of the North 
Koreans and the Chinese Communists having apparently an adequate 
supply of good jet planes, the MIG, how long is it going to take us 
to get into the hands of the Americans who are being asked to fly out 
there equipment that can assure us that we will have and at least 
maintain the superiority in the air against third- and fourth-rate 
Communist satellite powers? 

That question I would like to have answered either publicly or 
privately. 
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Secretary Loverr. Senator Knowland, as was brought out earlier 
in the hearing this morning, some of those questions can be answered 
fully in executive session. 

1 think it can be said publicly that we are reenforcing our air 
strength out there. As production builds up, of course, that rate 
will be materially increased. 

But I think the rates, particularly the time and dates, are infor- 
mation of great value to the enemy, and I am sure you will agree 
we had better talk about that in executive session. 

Senator KNowLaANnpb. I do want to say, Mr. Chairman, that I am 
sure all members of this committee will want very detailed explana- 
tions as to the answers to those questions in which I feel that we, 
too, have a responsibility. 

I hope that at the very earliest time in executive session, we will 
go into that thoroughly and call the Chief of the Air Force and others 
to give us the full facts. 

Chairman O’Mauoney. The Senator realizes, of course, that has 
always been the policy of this committee. 

Secretary Loverr. If you assume that this hatch space here in 
this theoretical diagram was a peak in time [indicating], what we 
have done is take this peak production and roll it over so as to fill 
this valley. 

Senator Fereuson. When was that done, Mr. Lovett? 

Secretary Loverr. We started on this budget in September, I 


think. 
UNEXPENDED 1952 APPROPRIATIONS 


Senator Ture. Is that the reason why you have the $38 billion 
unexpended as of December 31, 1951? 

Secretary Loverr. No, sir; the $38 billion of unobligated balances 
represents (1) Those items which are paid for currently like troop pay; 
certain types of foodstuffs, soft goods, and so forth; and (2) the funds 
which will pay for the long lead-time items such as aircraft, tanks, 
ships, and that sort of thing. 

Senator Ture. Is this $38 billion greater than you had anticipated 
when the funds were made available to you a year ago? 

Secretary Loverr. No, sir; I think it is pretty nearly what we pre- 
dicted. We have spent in the first 7 months actually of fiscal 1952, 
almost $21 billion. The total for the year will run around $40 billion. 

We are just about on schedule right now. 

Senator Tuyr. This $38 billion is not in excess of your anticipated 
program at the time you gave your testimony before the committee 
and the appropriations were made to you? 

Secretary Loverr. As I recall, sir, it is about on the estimate, per- 
haps, with 10 percent margin plus or minus. I think tbat is correct, 
sir. 

ALUMINUM ALLOTMENTS 


Senator Fercuson. Mr. Lovett, you said you cut the hump off the 
diagram here about last September. I will ask you why, then, it took 
until just a few days ago for Mr. Wilson’s office to release to the public 
some aluminum that was supposed to be used for airplanes, indicating 
there would be a great cut-back in the airplane production because of 
an extension of the program over and beyond the former period? 
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Secretary Loverr. The decision on that was made early in January. 

Senator Ferauson. What is the answer? 

Secretary Loverr. Under the controlled materials plan of allotment, 
they do not have to feed aluminum into certain of the aircraft plants 
as far back in the production cycle, if it is an extension of straight line 
of production instead of that peak. 

Senator Fercuson. I appreciate that. 

If this cut-back was determined last September, why does it take 
until January to release the material to the civilians? 

Secretary Loverr. The determination was not made back in Sep- 
tember. I think I misunderstood your question. I thought you asked 
when we were working on this budget. 

Senator Freracuson. No; I was talking about when you took that 
hump off. 

Secretary Loverr. I think that was the first part of January. 

Senator Frerauson. That is why | could not understand why you 
took the hump off in September and not have it announced until 
sometime in January. 

We were talking about this material being manufactured and 
becoming obsolete. It is also possible to have it obsolete while it 
is coming off the line? 

Secretary Loverr. I think any really good aircraft, while not 
becoming obsolete, is obsolescent by the time it leaves the line if 
our engineers are good; because they ought to have something better 
in the back of their minds, and I suppose they have. 

Senator Frrauson. I suppose you have heard complaints from 
particularly the Reserve officers in Korea that they are flying obsolete 
planes, planes of the Second World War, now? Have you heard 
that complaint? 

Secretary Loverr. I have not heard that complaint, but the 
Secretary of the Air force may have. 

Senator Frereuson. There is no doubt that they have obsolete 
planes there in Korea? 

Secretary Loverr. I think the F-51, the Mustangs, were initially 
used out there for certain operations. I believe they have been 
replaced. 

ATOMIC WEAPONS 


Senator Ferauson. Did you have in mind, when you put the 
budget in at $55 billion, this question of the development of atomic 
weapons? 

You see, we are hearing so much generally about the great develop- 
ment of atomic weapons that are here or just about ere, and yet 
this program is going along. I cannot find anything in its indicating 
that you are taking that into consideration. 

If you recall, I had some correspondence with you last fall on this 
same question. 

Secretary Loverr. That, of course, was taken into account most 
seriously, and it is reflected in the atomic energy appropriation which, 
as you are aware, comes up separately. 

Senator Frerauson. Yes. Even the atomic weapons are not 
included in this; is that right? 

Secretary Loverr. I do not know how to answer you accurately, in 
these circumstances. Would you ask that question in executive 
session? 
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Senator Frerauson. All right. I do not want you to answer it 
if it is a question of security. 

You indicated that the Nation had gone asleep, and, therefore, we 
did not have sufficient air. Would you tell us now when, in your 
opinion, we awoke from that sleep? 

Secretary Loverr. I would say that the unhappy business in Korea 
was the alarm clock. 

Senator Frreuson. That is when we really became aware that we 
needed more air? 

Secretary Loverr. I would think so. I do not limit that to air, 
Senator Ferguson. 

Senator Frreuson. I appreciate we had practically stopped the 
making of tanks as an obsolete item; is that correct? 

Secretary Loverr. We had very little production of any military 
items. 

Senator Ferauson. Now would you say that the Congress has not 
provided at any time sufficient funds to be prepared? Have we been 
requested at any time for any money that has not been furnished 
since the last war? 

Secretary Loverr. I honestly do not know, sir. 

Senator Ferauson. At least, it does not impress you now that it 
was a matter of the Congress having kept the funds from the De- 
partment? 

Secretary Loverr. I think it is a matter, Senator Ferguson, of the 
attitude of the country as a whole. I do not think it was peculiar to 
the Congress. 

Senator Frreuson. That brings up the question, I think, that has 
been brought up by Senator Chavez and many others on this com- 
mittee, that the country as a whole has not been told all of the facts. 
Is that not correct? 

Secretary Lovett. I cannot answer for the past, but within the 17 
months that I have been down here, I think every effort has been made 
to tell the country as precisely as possible the risks which we face 
world-wide, the global scope of them, and to explain the necessity 
for restoring a reasonable military posture. 

Senator Frercuson. Has security prevented the facts coming out? 

Secretary Loverr. I do not think security has prevented the facts 
of the necessities coming out. I think there are certain areas of 
developments where security has made it pretty difficult to give the 
public a real picture. 

As a matter of fact, we have been so insecure that I do not think it 
has been very difficult for any curious minded, potential enemy, to 
get a good idea of what is going on over here. 


KOREAN WAR COSTS 


Senator Frreuson. Is there anything in this budget of $51 billion 
plus for the battles in Korea, for the actual Korean war? 

Secretary Lovert. Yes, sir. 

Senator Ferguson. How much of it? 

Secretary Loverr. The forces stationed in Korea are provided for 
here on a.so-called peacetime consumption rate. 

Senator Frereuson. Is this peace in Korea? Is this peacetime in 
Korea? 





4 


uae s 





y 
ay 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1953 27 


Secretary Loverr. No, sir; but we have no means of estimating 
accurately now in advance, how many shells will be expended, and so 
forth. It depends on the rate of activity. 

Senator Ferauson. Mr. Lovett, if we do not have a way of estimat- 
ing what we are going to need in Korea while the war is actually going 
on in Korea, how can we ever anticipate what we are going to need in a 
war that has not started? 

Secretary Loverr. We have not anticipated needs for a war that 
has not started. We are estimating on the requirement of a minimum 
defense force. The wartime expenditures would be incalculable. 

Senator Frerauson. Can we not determine, then, while this war is 
actually going on, what we need? Is it that we really believe that 
there is going to be a truce right nov , and, therefore, we will not need 
it? Do you think that the Defense Department really feels that they 
are going to get a truce in Korea? 

Secretary Loverr. Senator Ferguson, we come up for deficiency 
appropriations to provide for deficiencies caused by Korea beyond 
the average consumption rates. 

Senator Ferguson. Why can we not get those Korean items in the 
regular budget? Why do we have to wait on a war that actually 
is taking place? Why do we not get them in here? 

Secretary Loverr. You get them in supplementals because we 
come up only when we have actual provable deficiencies. 


AVOIDANCE OF SUPPLEMENTAL APPROPRIATIONS 


Senator Ferauson. How many supplementals do you anticipate 
for 1953 and when will we get them? How much will we need for 
Korea? 

Secretary Loverr. I would hope, except for Korea and unforeseen 
emergency, that we can get through on this 1953. 

Senator Frrevuson. Is it the opinion now that you are going to 
get a truce? 

Secretary Loverr. I am unable to answer that here. 

Senator Ferauson. That is a question of security; is it not? 

Secretary Loverr. That is a question of security. 

Senator Ferauson. But there is nothing particularly in this budget 
for the Korean war? 

Secretary Loverr. When the Army presents its budget in detail, 
sir, you will be able to identify, for example, the pipeline. There 
is @ very expensive item in this budget for Korea. The troop pay 
will go on whether Korea is in its present state, or not. Food will 
go on. 

So, the identification of the precise overcharge on Korea has to 
wait until the event occurs. We can give you an approximation. 

Senator Frrauson. Could we get an estimate as to the cost per 
month of the Korean war? 

Secretary Loverr. Over and above the budget? 

Senator Ferauson. Yes. What has it been in the past? 

Secretary Loverr. The Army will give you that, sir. 

Senator Frreuson. Will that be security? 

Secretary Loverr. No, sir. 

Senator Frreuson. I would like to have those figures on the cost of 
the war from the beginning in Korea. 
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Secretary Pace. I think we can give you that answer, Senator 
Ferguson, the extra costs of Korea. 

(The information referred to appears on p. 194. See also p. 267.) 

Senator Fercuson. Is that in addition to the budget? 

Secretary Pace. For 1953 it would be, Senator. 

Senator FerGuson. It would be over and above 1953? 

Secretary Pacer. In part. 


UNEXPENDED BALANCE AND ESTIMATED 1952 CARRY-OVER FUNDS 


Senator Fereuson. How much did we have at the beginning of 
January in unexpended balances for all the military services? 

Secretary Loverr. Unexpended? 

Senator Fercuson. Yes, approximately. 

Secretary Loverr. Approximately $80 billion as of the end of 
December. 

Senator Ferauson. What is our expenditure rate now? 

Secretary Lovert. The easiest way to figure is to start with the 
figure of $80 billion. 

Senator Ferauson. You have $80 billion now. This budget calls 
for $52 billion. That is $132 billion. That would be for 18 months— 
6 months of this year and the 12 months of next year. How many 
billions is that a month? 

Secretary Loverr. May I go back to the $80 billion and make the 
deduction? 

Senator FerGuson. Yes. 

Secretary Lovert. If you start with $80 billion as the unexpended 
balance, then there will be a deduction from that of approximatel 
$23 billion between January 1 and the Ist of July. Then there will 
be about $5 billion additional in current bills which we pick up. 

So, that will leave $57 billion, approximately. 

Senator Fercuson. You have $57 billion, approximately, on July 1? 

Secretary Loverr. As a carry-over. 

Senator Ferauson. Yes. You get $52 billion next year; so, you 
get $109 billion for next year. 

Secretary Lovett. That is right. 

Senator Fercuson. You will have that money. 

Secretary Loverr. That is right. 

Then you deduct the expenditures from that. 

Senator Ferauson. What I am interested in is that in the past we 
have fallen down because we were unable to expend the money that 
we gave because of machine-tool shortages and so forth. What 
assurance have we that you will actually be able to expend this $109 
billion in the next year? 

Secretary Lovett. Just a minute, Senator Ferguson. We will not 
be spending the $109 billion. In the fiscal 1953 obligational author- 
ity—the $52 billion requested—a considerable portion of that will not 





be spent until 1954, and some of it in 1955, because it takes so long to 
build a ship and a heavy bomber and aircraft and complicated elec- 
tronics. It will be obligated. 

Chairman O’Manoney. The Chair suggests that the question over- 
looks the fact that many of these items require considerably more 
than 12 months to build. 
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Senator Feravson. At least the questioner did not overlook that 
item. Iam merely saying that they have that‘much money for. that 
year. 

Chairman O’Maunoney. A substantial part of the sum was for 2 
years already appropriated. 

Secretary Loverr. Two and three years of lead time, Senator 
Ferguson. 

Senator Fercuson. Have you set up in the budget the amount 
that you want for each item? I understand that the House will not 
allow any contract authority and, therefore, we are running into this 
proposition of having these enormous sums of money appropriated 
but unexpended, $80 billion the first of the year, and it all has influence 
on inflation. 

Secretary Loverr. You have $80 billion at the beginning of Janu- 
ary. You deduct from that approximately $23 billion which we will 
be spending, or in the process of spending by July 1. That will leave 
approximately $57 billion of carry-over. That $57 billion will be 
spent during 1953 and into 1954, because it takes 18 to 30 months for 
aircraft. 

Senator Ferauson. Will you get me those figures and put them in 
the record? 

Secretary Loverr. Yes, sir; we shall be glad to do so. 

(The information referred to follows:) 


Expenditures, new obligational authority, and unexpended carry-overs, fiscal 1951, 
1952, and 1953 
[In billions of dollars] 


| j | i | 

















ree 
| j j 
Unexpended funds carried over into fiscal 1951 ..-.-. neers: ees i a 8.6) 3.8) (1) 
Fiscal 1951 new obligational authority. ......................--}| 48.2} 19.4 12.5; 15.9] 4 
Total available for expenditure in fiscal 1951-_ __-.-- 68.0} 21.8) 16.1 | 19.7 | 4 
Mxpenditures in fiscal 1961.................-.-.-.0.--. annsaeeal, INS | 7.5 | 5.6 6. 4 | ‘ss 
Rete PRs ai Ah Sa) Lis abludasincheugakacls -| 21 oO) | 1} @ () 
Unexpended funds carried over into fiscal 1952_--_-- | 38.1/ 14.3 10.4 13. 3 1 
Fiscal 1952 new obligational authority 59.4] 20.9 } 160}; 221] 4 
Total available for expenditure in fiscal 1952 | 97.5 | 35.2 | 26.4 35, ‘ , 
Expenditures during first half of fiscal 1952 } 17.4] het Oe 5. 6 2 
Total av ailable for expenditure during remainder of | | | 
a) ea aennece-} , 80.1 2.1) 21.9) 29.8 | 3 
Estimated expenditure during second half of fiscal 1952... ...__- | 22.8 | 8.6 | 6.1 | 7.9 | 2 
ee on a ch ciwinki need Giimanied-tign ahs dale 3 | 2) oeb. OF, 4 «.8 
, Unexpended funds carried over into fiscal 1953 __. 57.0| 19.3] 15.7 21.9 | Pst | 
Fiscal 1953 new obligational authority 2_.......-.- | 48.6 14.2 | ‘13.2 20.7 | 5 
Total available for expenditure during fiscal 1953 | 105.6) 33.5 28.9 42.6 6 
Estimated expenditures in fiscal 1953... . -- oN 51.1 17.6 ms. 6 aT 6 
REA AG cance tacennecdsesdmcues : i a ce (4) ( 
Unexpended funds carried over into fiscal 1954__- | 54.1 15.8 15.3 22.9 1 
Proposed supplemental 3 | 3.5 alias 
Estimated expenditures ag: sinst proposed supplemental SMP Bec bn cladstacedic npticeckaked 
Unexpended funds carried over into fiscal 1954...........) 56.1 |......--|.--.-..-]-.----- ae 


| Less than $50 million. 

2 Does not include $1.5 billion supplemental shown in fiscal 1953 budget document as proposed for later 
transmission. 

3 Proposed for later transmission to cover public works and military pay increase. 
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Department of Defense—Status of direct appropriations and authorizations! 
(excluding working, revolving, and other special funds) 





{In millions of dollars] 












New obligational authority 




















ct Rane, ROBE _| Unobligated 
balance as of ; 
Fiscal year Fiscal year | Dec. 31, 1951 3 
1951 1952 
let lial Nl elas sccueiiaee kenliian si es sail cea inde tenis 
{ ' * 
Bde Ls os. -soettieekis rattan =3estd- dastapcitece ios 19, 343 | 20, 840 10, 806 6 
EGE, cxienciupeuaine ‘ niesenuh apiicenitdiaitaanaideé aheke tins 12, 335 | 15, 582 8, 381 
Air petting to webuetigesdolhobebhwideaees 15, 895 | 22, 010 13, 574 
Office of the Secretary - of De fe nes. ee, nebaed owen | 2444 | 2519 339 
Total...-....-- dais 48, 017 | 58, 951 | 33, 100 
Plus unobligated De »partment of Defense balance of Army 
Ne TOROS TNE i sino ccuiveeenscuupeensadadoass s ibe jiaadn meee 4,970 
Total available unobligated balances... -...........-...--- a an on AT sgt eis a nin ag | 38, 07 % 














1 Based on Standard Forms 133, includes transfers but excludes anticipated reimbursements, 
2 Net of transfers of emergency fund to services. 


Jan. 26, 1952 (revised Feb. 5, 1952). 


Department of the Army—Schedule of funds available for fiscal year 1952 and 
ae balances as of Dec. 31, 1951 








| 2 

| Available for 

| obligation in 

| fiscal year 1952 

from fiscal year 

1952 and prior- 
year funds 


Unobligated 
balance as of 
Dec. 31, 1951 











ae ia aes ae cstcnidtaans 2 ; 
Military personnel, Army ie ; $4, 622, 193, 054 $2, 184, 544, 050 
Maintenance and operations, Army. where uiiaais radeliatateial waipill 5, 880, 431, 864 | 3 214, 209, 475 
Procurement and production, Army. ‘ --| 10, 268, 774, 244 | 3, 773, 313, 675 
Research and development, Army- .-- | 418, 044, 122 | 240, 236, 575 
Army Nationa] Guard, 1952-53 ‘ es tyes -| 202, 813, 700 | 149, 506, 940 
Army National Guard, 1951-52. ._..........-- caeesienie us 51, 906, 401 | 20, 638, 647 
Reserve personnel requirements. -___--._-..-- : ‘ od 85, 613, 837 64, 357, 345 
Organized Reserves, 1951-52 bi ef 27, 122, 459 | 10, 306, 848 
Army Reserve Officers Training Cc orps Ss, 19! 51- ak | 8, 146, 800 | 6, 726, 833 
Military construction, Army civilian Guetinante isos 42, 650, 000 41, 233, 376 
Promotion of rifle practice ae ae ee 130, 000 | 60, 996 
Military construction, Army-.--......---.-- ; 1, 308, 195, 371 | 1, 064, 472, 527 
Civilian relief in Korea ‘ : , | 71, 551, 656 31, 430, 099 
Operation, maintenance, and improvement, Alaskan communica- 
tions system st 4, 176, 000 | 2,317, 775 
Alaskan communication sy stem os : 3, 213 | 16, 160 
Construction, Alaskan communication system...............---....- 5, 321, 527 2, 220, 287 
aay eid rs concen ekakan chad dbcndiiamiienn cuties basen. ae 997, 07 4, 248 10, 805, 591, 608 
Revised Feb. 5, 1952, 
4 
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Department of the Army—Obligational authority for fiscal years 1951 and 1952 


Obligational authority 














Appropriation " 
1951 1952 

la ce eae iths aameiodnaecwecenawnn $81, 888. 000 $88, 000, 000 
ha enna dense wns sacwineesbtetevecbeenequameans 27, 531, 000 30, 000, 000 
Nee Te ie ds wi lace nn nace be ctemtnavnicndanp eal 432, 000 388, 000 
Special field exercises ---....-..-...-------- ETE hxcebhnsnisyaeie> nnd 5, 350, 000 16, 000, 000 
ine cktowsenssecotwodaboonanssccennsescses- 2, 659, 332, 193 3, 590, 499, 000 
Medical and Hospital Department, ra pubistwariinhaibteche acecca" 176, 542, 746 269, 580, 000 
Army training datitietvsksKeneinenahsherekies p= 14, 097, 000 22, 300, 000 
Maintenance, Military Academy_- Wi itcn ith eeannbepednpwrn see 5, 385, 000 6, 305, 000 
Promotion of rifle practice __..............-.-- 160, 000 130, 000 
Salaries, Department of the Army----- 57, 881, 622 67, 079, 900 
Transportation Service, Army................-.--..-.- Guides 1, 057, 859, 300 968, 515, 000 
ES > Ee ee 499, 970, 585 1, 000, 000, 000 
Quartermaster ARSE 6 sin dibed ac cccnccnes 3, 291, 946, 72% 2, 787, 990, 000 
Signal Service of the Army. --............------- ‘ 1, 176, 271, 519 1, 213, 707, 000 
Engineer Service, Army 1, 543, 972, 500 1, 166, 049, 000 
Ordnance service and Senpiien, ‘Army. wel 7, 030, 580, 018 8, 076, 056, 430 
Chemical Service, Army paladin cia da <% wel 130, 363, 858 122, 560, 000 
Expediting production... ..........-...--.-.-- nana wl 1, 100, 000, 000 1, 000, 000, 000 
ee hhh a ec cochndnnadewuewae 256, 248, 000 202, 982, 000 
CN I ik. nc de cécedbbes cons 131, 931, 000 | 104, 810, 000 
Army Reserve Officers T raining Corps a a ay 33, 900, 000 27, 141, 000 
Alaska communication system ’ ke igh > adilin bk Reralslh daceuain Valarie 7, 187, 000 0 
Civilian relief in Korea 50, 000, 000 50, 000, 000 
Construction, Alaska communication system 4, 017, 920 1, 400, 000 

Operation, maintenance, and improvement, Alaska communication 
SONG... 2-2 555---> i Bet 4, 176, 000 
Military construction, Army civilian components | Saeed 24, 000, 000 
aia ahbcLe nc ubiesadesensonncapaddyuewdwerasacdtnaeudl 19, 342, 847, 984 20, 839, 668, 330 





The column on sheet 1, covering availability of funds, includes $1,735,046,491 


unobligated balances of 1951-52 appropriations transferred to new accounts under 
authority of section 403 (b), Public Law 216, Eighty-first Congress, $420,847,427 
unobligated balances of 1951-52, and ‘‘No year’ appropriations remaining avail- 
able during fiscal year 1952 and $1,512,732 transferred to the Army from other 
agencies. Approximately $35,000,000 of 1951-52 unobligated balances are ex- 
cluded from the ‘“‘Unobligated balance’ column on sheet 1 since they are being 
reserved under the old appropriation structure to cover possible obligation adjust- 
ments applicable to fiscal year 1951 activity. 


Status of Army Ordnance management fund, as of Dec. 31, 1951 


Total 


| 


Funds. _._..-. Peel deceaabcanoatibene 7, 351, 001, 572 | 
aie Sadievecsarendomeaes | 1, 765, 132, 589 | 
Unobligated balance _- dda 7 5, 585, 868, 983 | 


! Estimated on prorated basis. 


94846—52———-3 


| 


Department of 
Defense (Army, 
a and Air) 


edamame cmdediones 


4, 970, 162, 547 | 


a Other 
| 

$809, 871, 020 
| 1 194, 164, 584 


615, 706, 436 
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Department of the Navy—New eetiee authority and Dec. 31, 1951, unobligated 
ances 





New obligational authority 














Available 
. unobligated 
iscal year balance, 
roe 1952 as of Dee. | Dec. 31, 1951 
31, 1951 
PR an. osebunnedinetonahsa=iodth Uhl skutgsebesnanes $12, 335, 404, 758 $15, 582, 311, 392 ($8, 380, 576, 911 
Military personnel: 
BCT -.6skeendip nse Rath anche babes RE Sh hee 1, 825, 856, 367 | 2, 456, 475, 000 | 1, 281, 739, 519 
TEUU MOD oe kd dddes <dvcceatns vcthsaswesbnaweé 57, 137, 000 62, 718, 000 37, 305, 757 
en pony Verne uss aybhswentnwae 18, 899, 300 19, 348, 000 11, 834, 454 
Navy personnel, general expenses. --.....-.-- Raceabaeeieets 122, 028, 000 97, 570, 000 52, 569, 795 
Military personnel: 
2 0 es a cere es ee 565, 459, 000 268, 660, 777 
NY TONNE BOE ons oo ong Sewer aban ae devsisess’ 7, 439, 000 15, 145, 000 12, 631, 773 
Marine Corps troops and facilities - - Saatesadcnssarese 612, 318,680 | 1, 018, 120, 000 379, 232, 422 
Aircraft and facilities. s 934, 666, 000 924, 893, 000 503, 302, 920 
Construction of aircraft and related Procurement (no year) 3, 046, 889,181 | 3,883, 000,000 | 1, 914, 171, 953 
Ships and facilities, Navy_-.....- ee _| 1, 588,166,050 | 1, 537, 452, 000 880, 026, 414 
Construction of ships, avy (no year). ain 8 denen ewe 670, 800. 000 8, 493, 355 77, 287, 280 
Shipbuilding and conversion, Navy (no year) ____..__.-...|-..---_.-..-..-.- 1, 355, 911, 880 521, 597, 162 
Ordnance and facilities, Navy--_---.-.-.----- _...-----} 1,440, 712, 906 1, 329, 668, 000 796, 161, 914 
Ordnance for new construction, Navy (no yes Aah oc ] 75, 800, 000 0 101, 487, 058 
Ordnance for shipbuilding and conversion (no year) - ---_.|-..-..--...----- 431, 390, 000 184, 724, 973 
pO eh Saad SR RSE WS 128, 421, 661 135, 770, 000 33, 023, 950 
Cee NEL HOIST. - cao cadoch oc hecstepciance es ne 155, 686, 515 196, 488, 000 84, 292, 396 
Facilities, Navy - -.........----- stindtpdaeowuk watson gi oknes 30, 670, 698 6, 283, 765 6, 283, 765 
Public Works: | 
SUD MO MUU as ah aS bce caaeksinancka ee | 470,159,000 | 801, 243,000 | 848, 880, 971 
Bureau of Yards and Docks (no year). ____- ae —375, 000 0 3, 596, 779 
Construction, water-supply facilities, San Diego (no year)__|...._--..-.----- 18, 000, 000 18, 000, 000 
Refund, Florida Keys Aqueduct Commission... .............]--n-a-c0c-oecsee 1, 096, 392 1, 096, 392 
Research, Navy (no year) _..._.---- a eka 81, 823, 000 69, 998, 000 29, 857, 398 
Service-wide supply and finance, Nav: y. hiveumiditibadl mau | 415, 901, 200 485, 102, 000 252, 204, 824 
Service-wide operations, Navy----- i, 179, 122, 200 150, 779, 000 77, 989, 350 
Operation and conservation of naval petroleum reserves __ 4, 000, 000 | 11, 908, 000 396, 000 
Naval Petroleum Reserve No. 4, Alaska-._.-.-...-.....- 11, 000, 000 0 2, 130, 915 
SE UII, FOE Ol os 5 rk cheats oC acininnsiag besa nk Sy ANE Eh che whic no tidmni deeiedetdatetnn nin 
e ' 








Source: Department of the Navy Standard Form 133 as of Dec. 31, 1951. 


Department of the Air Force—New obligational authority, fiscal years 1951 and 1952, 
adjusted for appropriation transfers 





New obligational authority granted 














: by Congress ! Unobligated 

Appropriation siiipre paidiaiand toate Salandtabbenlibeem tata Ce 

Dec. 31, 1952 

Fiscal year 1951 | Fiscal year 1952 

Aircraft and related procurement ~.--------.--] 2$7,315, 926, 472 | * $11, 257,396,000 | $6, 097, 560, 045 
Major procurement other than aircraft... - =. 1, 610, 007, 000 1, 775, 000, 000 1, 397, 219, 267 
Acquisition and construction of real penne wh ethee 1, 455, 648, 000 2, 173, 500, 000 2, 366, 100, 768 
Maintenance and operations. .-_--_. ewes 3, 024, 214, 561 3, 208, 392, 350 1, 701, 342, 229 
Military personnel requirements... --.-.......-.....- 1, 935, 500, 000 3, 016, 700, 000 1, 626, 438, 664 
Research and development. --_-..............-.-----. 4 369, 901, 462 431, 304, 470 266, 815, 715 
Reserve personnel requirements _ _ = eae 39, 818, 000 19, 043, 000 23, 967, 463 
Air National Guard. ----.---- S ehicieinabd insite oie 103, 935, 000 87, 900, 000 78, 557, 479 
En ca ct cheridadtesnttwanannakcadnenctnen 39, 824, 000 40, 610, 000 15, 830, 645 
DK io ccitcnenasanevicnanbecectencnstseenscen 15, 894, 774, 495 22, 009, 845,820 | 13, 573, 833, 175 








1 Adjusted for warrant transfer to and from other appropriations. 

2 Includes $726, 151,000 of fiscal year 1950 funds specifically reserved to finance the fiscal year 1951 program. 
3 Includes $667,000,000 appropriated under the title of ‘Expansion of United States air power.” 

4 Includes $22,627,462 of fiscal year 1950 funds specifically reserved to finance the fiscal year 1951 program. 
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Office of the Secretary of Defense 


{In thousands of dollars} 





New obligational authority 
Unobligated 
balance as of 


Fiscal year | Fiscal year | Dec. 31, 1951 
i ; 











1952 
SE eS } 
nS CE BEIOND.. « 5 6.00 5d sein dene h dd ~ho-< de dndhdanmmabus 12, 300 14, 100 7, 035 
CR ire chieetantes eile Wiha, winiaheiininmicdetinn arteaets Mim gets wie ial een 5, 000 5, 000 2, 901 
i a auth dctimne nadie ation dindinme an anen 342, 000 345, 000 182, 304 
CE dink coukgocwnecetedndupsncannwods snudepaeg renee 85, 000 75, 000 66, 404 
oa cintitbcngcnandsadctaeowiucbagnbetidcncesaes 240, 000 90, 000 80, 384 
Re dete el enivibetes+ssdcadadhaveosaddead 684, 300 529, 100 339, 028 
Less: Transfers of emergency fund to services..............-.- 240, 000 WN Tan ba bctee ene 


DOU Pa Rb a sS ewt boWenceuan denbeendbccepecteassescss 444, 300 519, 481 


Jan. 25, 1952. 





Chairman O’Manoney. Mr. Secretary, the Chair regrets very much 
that the time has passed so rapidly and we have not been able to go 
into some of the fundamental aspects of what the Department is doing 
to economize. 

The members of the committee find it necessary to go to the floor. 
We understand, of course, that you and your associates have a great 
deal to do in your offices. The Chair will, therefore, not call you this 
afternoon for a continued session, but we shall recess until tomorrow 
morning at 10 o’clock in this room, when it is hoped we may be able 
to complete this open hearing for the testimony of yourself and your 
associates. 

I thank you very much. 

Secretary Loverr. Thank you, sir. 

(Thereupon, at 12 noon Monday, February 4, 1952, the committee re- 
cessed, to reconvene at 10 a. m. Tuesday, February 5, 1952.) 





